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=< 
FINNISH KEY ECONOMIC INDICATORS 


All values in U.S. $ millions unless otherwise indicated. 
Exchange rate per U.S. $1.00: 1981 - FIM 4.315; 1982 - FIM 4.820; 1983 - FIM 
5.3 (estimate). 


% 
1981 1982 Change 1) 1983 (est.) % Change 


INCOME, PRODUCTION, EMPLOYMENT 


GDP* (current prices) 49,123 48,834 ‘ 49,295 
GDP* (constant 1975 prices) 28,113 25,449 ; 23,565 
Per capita GDP* (current prices) 10,234 10,115 ‘ 10,106 
Industrial investment 2,922 2,905 ‘ 2,800 
Private Disposable Income 27,886 28,169 é 28,180 
Index of Industrial Production 

(1980=100) 103 101 ‘ 103 
Avg. Industrial Wage 5.60 5.52 . 5.52 

(hourly rate for male) 

Labor Force (000s) 2,369 2,429 ‘ 2,440 
Avg. Unemployment Rate Ded 6.2 . 6.5 


MONEY AND PRICES 


Money Supply, M2 21,918 
Discount Rate (Bank of Finland) 9.25 
Wholesale Price Index (1949=100) 1,044 
Consumer Price Index (1977=100) 145 
Retail Sales Index (1972-100) 125 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange Reserves 2,171 
External Public Debt 3,089 3,902 
Annual Debt Service Ratio 10.1 11.0 
Balance of Payments 

(Current Account) -295 -975 
Balance of Trade -223 -358 
Exports, f£.0.b. 13,976 13,070 
U.S. Share (%) aa7 Dia 
Imports, c.i.f. 14,199 13,434 
U.S. Share (%) 45 6.1 


*Gross domestic product 


1) Percentage changes are based on FIM values. 


Main imports from U.S., January-December 1982 (in $ millions): Office 
machinery & ADP equipment, 108; aircraft & parts, 61; machines for special 


industries, 54; chemicals & related products, 53; coal, 47; general industrial 
machinery, 45; wheat, 38; precision instruments, 36; oilseeds, 33; fruit, 
fresh, dried, and preserved, 26; plastics, 26. 


Sources: Central Statistical Office, Ministry of Finance, Bank of Finland, 
Board of Customs, and the Research Institute of the Finnish Economy (ETLA). 





SUMMARY 


With investment still declining and growth in Finland's bilateral trade 
with the Soviet Union being restrained by the mounting Finnish export 
surplus, the main boost to the economy this year is expected to be 
provided by Finnish exports to the West and by aggregate consumption. 
The country's GDP should rise by about 2 percent in real terms, compared 
with only 1 percent in 1982. Due to improvement in Finland's trade 
balance, which is expected to show some surplus, the country's current 
account deficit will decline. The Ministry of Finance is optimistic that 
the further pickup in exports to the West will accelerate investment, so 
that the economy should be strong enough to reach a growth of 3 to 4 
percent in 1984. 


The Government is basing its economic policies on its estimate that the 
forthcoming upswing may remain relatively short and modest. Therefore, 
maximization of the returns from the recovery requires restraining 
domestic inflation for the improvement of Finland's external 
competitiveness. This is considered a key for higher exports and the 
lowering of unemployment which, like last year, constitutes the 
Government's foremost concern. Despite modest economic growth, the 
unemployment rate in the country is projected to rise from 6.2 percent in 
1982 to 6.5 to 7 percent in 1983. Inflation will moderate only 

slightly. The increase in consumer prices is estimated at about 9 
percent, and it continues to be above the average of the Western 
industrial countries. A deepening budget deficit and mounting public 
debt, along with rising debt service expenditures, are also of growing 
concern to the Government. To improve the balance of public finance, the 


Government intends to lower its borrowing during the upswing to increase 
fiscal policy leeway for the next downturn. To dampen inflationary 
tendencies, the Bank of Finland has tightened its monetary policy this 
year, giving priority to the financing of investment at the expense of 
pruning consumer credits. 


With the projected modest increase of about 6 percent in the value of 
total Finnish imports in 1983, and even a slight decline in real terms, 
American exporters will have to work hard to increase their sales to 
Finland. Due to the significant increase in the value of the U.S. 
dollar, American suppliers will have to compete increasingly by stressing 
quality, service and other non-price factors. Rationalization, 
replacement, and upgrading of production machinery to compensate for 
higher labor and other costs, should offer relatively good sales 
prospects in the industrial sector. In 1984, an improved economic 
outlook for Finland should provide new and better opportunities to 
increase sales of American equipment, as wel] as durable and non-durable 
consumer goods. 


PRODUCTION--LINKED TO GROWTH IN EXPORTS TO THE WEST 
Affected by the international recession, Finland's real GDP in 1982 rose 


by only 1 percent, slightly less than the year before. Aided by recovery 
in the West and the October devaluation of the Finnmark, Finnish exports 
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to the West are expected to boost economic growth this year, now that 
deliveries to the Soviet Union are rising at a substantially lower pace. 
Consumer spending, the mainstay of the economy last year, is losing its 
vigor, and investment still shows some decline. The Ministry of Finance 
projected in its prognosis of early May that economic recovery in Finland 
will not get under way until the second half of 1983, with the GDP 
registering a modest increase of about 1.5 percent for the entire year. 
The Research Institute of the Finnish Economy (ETLA) cites a somewhat 
higher figure of 2 percent for 1983, which is also the Embassy's estimate. 


The continuation of the economic upswing in Finland beyond 1983 will 
again be based on an expected further growth in Finland's Western exports 
and on increased domestic investment, since possibilities are limited for 
increasing deliveries to the East. If backed by adequate international 
competitiveness, as measured by relative export prices of manufactures or 
relative unit labor costs, the Ministry of Finance is optimistic that the 
country's real domestic product may post a gain of 3 to 4 percent in 1984. 


- In 1983, demand in world markets for forest industry products is expected 
to pick up gradually. Owing to better competitiveness, improved by the 
Finnmark devaluation, and new production capacity, forest industry 
production may rise by 4 to 5 percent. The outlook for the industry is 
shadowed somewhat by the shortage of raw timper, caused by the reluctance 
of forest owners to sell at prevailing prices in anticipation of higher 
ones. 


The rate of growth of production in the metal industry, the leader among 
the country's industrial sectors during the past few years, slowed down 
to about 2 percent in 1982. This year the outlook for the metal 
manufacturing and engineering industries is generally less optimistic 
than in the manufacturing industries, reflecting declining deliveries to 
the Soviet Union, notably of ships, sluggish Western markets, and 
stagnant domestic investment in machinery and equipment. The order books 
of shipyards, operating almost at full capacity in recent years, show a 
Slight drop. At the beginning of 1983 the number of ships on order 
totaled 87 vessels, about 669,000 GRIT, in addition to 5 oil drilling rigs 
and ships. This is somewhat less than the 115 ships totalling 779,500 
GTR and 5 oil rigs of a year earlier. The total metal industry output 
this year is projected to show a decline of about 1] percent, its capacity 
utilization dropping from 83 percent in 1983 to about 80 percent in 1983. 


Due primarily to lower growth in exports to the Soviet Union, a 
contraction in output of around 3 percent this year is foreseen in the 
textile, clothing and shoe industries. Although total industrial 
production in January-March lagged approximately 1 percent below the 
corresponding 1982 level, it is estimated to show a gain of around 1] 
percent for the whole year followed by a stronger recovery 1984, when a 
hefty increase of 4 percent is envisioned by ETLA. 


CONSUMPTION--GROWTH IN PRIVATE CONSUMPTION LEVELS OFF 


Propelled by a 3 percent increase in the real disposable incomes of 
private households, easy consumer credit, and: the last quarter buying 
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spree in anticipation of price increases after the expiration of the 
price freeze in mid-December (imposed in connection with the October 
devaluation of the Finnmark), private consumption exhibited an increase 
of 3 percent in 1982. Since public consumption rose by approximately 5 
percent, reflecting the Government's economic stimulation measures and 
defense forces' purchases, total consumption rose by 3.5 percent, the 
principal factor in the growth of the economy in 1982. 


Growth in private consumption has leveled off in 1983. Sales of cars, 
household machinery, and equipment will contract this year. Furthermore, 
the 2 percent increase in the sales tax to a total of 16 percent as of 
June 1 is likely to restrain sales in the second half of the year. The 
tightening of money markets by the central bank will also have a 
repressive effect on consumption. Disposal real incomes of private 
households are projected to rise by about 1] percent in 1983, owing 
primarily to improved social security benefits, with growth in private 
consumption being approximately the same. Since the increase in public 
consumption is estimated at 3 to 4 percent, aggregate consumption this 
year may exceed the 1982 level] by approximately 1.5 percent, providing 
some boost to the economy. 


INVESTMENT--SLUMP EXPECTED TO BE BOTTOMING OUT THIS YEAR 


After a gain of slightly over 1 percent in 1981, total fixed investment 
registered a decrease of about 1.5 percent last year due largely to a 
drop in residential housing construction and forest industry investment. 
Factors which should push up the private investment rate this year 
include a somewhat better profitability of industry, enhanced by the 
Finnmark monetary devaluation, the Bank of Finland's policy supporting 
investment, and the availability of special investment funds held in the 
blocked accounts at the Bank of Finland, which firms have not utilized 
due to their hesitancy to undertake new ventures. Furthermore, the tax 
reductions and more liberal amortization schedules included in the 
Government's economic policy package last fall, some of which are 
temporary and expire at the end of the current year, should tend to 
stimulate investment. 


On the negative side, sluggish growth in Western demand for Finnish 
forest industry products and bleaker export prospects to the Soviet Union 
will depress both forest and metal industry investments this year, while 
outlays in the chemical, foodstuffs, and service industries are expected 
to increase somewhat. Although their profit potential has been improved 
by the Finnmark devaluation, companies will prefer, at the outset, to 
improve their cash situation, rather than step up investment. Also, the 
current relatively low capacity utilization of industry lowers the 
propensity to invest. On balance, private fixed investment, including 
industrial investment, is projected to be a negative factor this year. 
Public investment will show a slight gain, but in the future this will be 
increasingly constrained by rising Government indebtedness. On the 
whole, fixed investment in 1983 will probably show a decline of 1 to 2 
percent and pick up in 1984. 





FOREIGN TRADE--EXPORTS TO BOOST FINLAND'S GDP 


The main economic stimulus in 1983 is expected to come from exports, 
primarily increased Western demand for forest industry products, which 
account for about 36 percent of al] Finnish deliveries. On the other 
hand, Finnish exports to the Soviet Union, which proved a valuable buffer 
during the recession in the West, are projected to show a declining rate 
of growth, given current slack oil prices and the large surplus in 
Finland's favor which has developed in the bilateral trade account with 
that country. In 1983, Finnish deliveries to the West in real terms are 
predicted to show a gain of about 4 percent, and to decline by roughly 1] 
percent to the East. Total exports will show a modest increase of 
roughly 2.5 percent. 


With exports of FIM 22.65 billion ($4.27 billion), a gain of nearly 7 
percent over the corresponding 1982 level, and imports of FIM 22.06 
billion ($4.16 billion), up by approximately 9 percent, Finland's foreign 
trade showed a surplus of FIM 583 million ($110 million) for the first 
four months of 1983. For the whole year, Finnish exports are expected to 
increase by about 10 percent and imports by 6 percent, resulting in a 
trade surplus of about FIM 700 million ($130 million). 


Foreign trade figures for January-April suggest that the slump in Finnish 
forest industry exports has bottomed out. Enhanced primarily by exports 
of prefabricated wooden houses, deliveries of wood manufactures rose by 
about 3] percent in value over the January-April level of 1982. Lumber 
shipments increased by approximately 8 percent. Deliveries of paper, 
paperboard and related products remained roughly at the previous year's 
level, the leader in the paper group being coated papers, with shipments 
during the first four months of the year about 6 percent higher in volume 
and 12 percent higher in value. Pulp deliveries, suffering from low 
prices, lagged about 10 percent below the January-April level of last 
year. The Central Association of Finnish Forest Industries projects that 
the country's total forest industry exports this year will show a gain of 
about 5 percent in volume and 1] percent in value. 


The value of Finnish metal manufacturing and engineering industry exports 
in January through April rose by 27 percent. The value of ship 
deliveries was almost twice as high as last year, good gains were also 
recorded in shipments of basic metals and steel. Reflecting primarily 
the reduction in exports to the Soviet Union in response to the imbalance 
in the Finnish-Soviet trade, textile, clothing and footwear shipments in 
January through April were almost 16 percent lower than a year ago. 


On the import side, purchases of raw materials and production goods, over 
61 percent of total imports, rose by about 5 percent in value during the 
first four months of the year, largely because of higher imports of crude 
Oil. Machinery and equipment imports, including office machinery and ADP 
equipment, increased by approximately 16 percent. Imports of consumer 
goods, roughly 18 percent of the total, showed a hefty growth of 24 
percent. Consumer imports were boosted primarily by purchases of 
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passenger cars and other consumer durables, indicating that consumer 
spending is still relatively strong, probably to beat the higher sales 
tax which was implemented on June 1. 


For January through April 1983, the United States ranked sixth among 
Finland's customers and fourth among its suppliers. The United States 
took 3.7 percent of Finland's exports and provided 7.1 percent of the 
country's imports. 


BALANCE OF PAYMENTS--CURRENT ACCOUNT DEFICIT DECREASES 


Reflecting mainly the adverse trade balance of 1982 and growth in 
interest expenditures on Finland's external debt, the country's current 
account deficit last year rose by FIM 3.43 billion ($647 million) to 
nearly FIM 4.70 billion ($887 million), i.e., almost the same recorded in 
the boom year of 1980. However, the deficit equaled only 1.9 percent of 
Finland's GDP, and thus does not threaten the country's external balance. 


In 1983, Finland's trade account is expected to be in balance, or perhaps 
to show a surplus. Interest expenditures on Finland's debt may top FIM 6 
billion ($113 million), about FIM 500 million ($94 million) more than 
last year. Thus the country's current account deficit for 1983 is 
estimated by the Ministry of Finance at about FIM 2.5 billion ($472 
million), and by ETLA at a somewhat lower figure of FIM 1.7 billion ($321 
Million). Either. of these is a substantial improvement over 1982. 


The Bank of Finland's foreign exchange reserves declined by FIM 443 
Million ($84 million) during the first four months of 1983, and stood at 
FIM 10,087 million ($1.90 billion) by the end of April, the equivalent of 
more than seven weeks of average imports. The share of convertible 
currencies (excluding gold, Special Drawing Rights, and IMF reserve 
tranche) decreased by FIM 1,728 million ($326 million) to FIM 4,068 
million ($768 million). This figure includes standby credits worth about 
FIM 2 billion ($377 million) taken by the Bank of Finland. 


In response to the growing surplus in Finland's trade with the Soviet 
Union, the Bank of Finland's non-convertible currency reserves rose by 
FIM 455 million ($86 million) to FIM 3,380 million ($638 million) by the 
end of April. The surplus in Finland's trade with the Soviet Union 
totaled about FIM 5.3 billion ($1.0 billion), including the special 
interest-bearing account of FIM 2.1 billion ($396 million) held by the 
Bank of Finland at the Foreign Trade Bank in Moscow. This surplus, 
furthered by a decline in Soviet crude oil prices, may rise to FIM 7.5 
billion ($1.42 billion) by the year's end, necessitating reductions in 
Finnish exports unless additional compensating imports are found from the 
Soviet Union, which is likely to be very difficult. 


Like last year, Finland's foreign exchange holdings will be enhanced by 
the Government's new capital imports, with amortization payments by the 
private sector probably surpassing new borrowing. Bolstered by the 
anticipated improvement in Finland's trade balance, the decrease in the 
Central Bank's holdings of Western currencies seems to have been 





arrested, and these reserves are expected to show some increase by the 
year's end. . 


PRICES--INFLATION SOMEWHAT DOWN, STILL A CENTRAL PROBLEM 


The inflation rate in Finland slowed in 1982. The consumer price index 
(1977=100) rose by 9.3 percent in 1982, compared with 12 percent the year 
before. Despite the slow-down, the inflation rate in Finland last year 
surpassed by a wide margin the OECD average of 7.5 percent. 


It appears that the upward thrust of the Finnmark devaluation has been 
discharged into the domestic price leve] at a slower pace than projected, 
because of somewhat soft demand conditions and keen competition among 
importers. In particular, the falling prices of petroleum products have 
reduced inflationary pressure. Furthermore, price increases were slowed 
down to some extent by the fairly complete price freeze, which was 
imposed in connection with the October Finnmark devaluation and effective 
until mid-December, and replaced by extensive price surveillance until 
the end of March. In January-April of this year the consumer price index 
exceeded the corresponding 1982 level by 8 percent. As a new strategy, 
the Board of Trade and Consumer Interest reduced somewhat the list of 
yoods subject to price controls, hoping that competition and the free 
market mechanism would be more effective than regulations in restraining 
price increases. On the other hand, inflationary pressure this year will 
be enhanced by the recent wage settlement, higher room rentals, raising 
of the sales tax by 2 percentage points to 16 percent on June 1, and the 
agricultural income settlement due next fall. On balance, the Ministry 
of Finance estimates that the inflation rate in Finland in 1983 will rise 
by approximately 9 percent, a considerably faster pace than the projected 
OECD average of about 6 percent for the current year. In 1984 the 
inflation rate is expected to subside moderately. The Confederation of 
Finnish Industries concerned by the rate of inflation in Finland, caused 
largely by domestic factors, has stressed repeatedly that this trend will 
erode the country's external competitiveness. 


LABOR-—-UNEMPLOYMENT STILL MOVING UP, IMPROVEMENT ANTICIPATED IN 1984 


Despite the growth in job openings, primarily in the service industries, 
unemployment in Finland rose last year. This was mainly because of an 
increase in the labor supply caused by a higher participation rate for 
women, growth in the average age structure, and to some extent the return 
of Finnish workers from Sweden. The unemployment rate during the year 
rose by a 0.9 percentage point to 6.2 percent, the number of unemployed 
averaging 150,000, about 25,000 more than in 1981. On the other hand, 
the number of gainfully employed in the labor force totaled nearly 2.3 
Million, 1.6 percent more than the year before and the highest figure 
ever recorded. 


In January 1983 the number of unemployed rose to about 180,000, the 
highest figure since January 1979, but nevertheless somewhat lower than 
projected earlier by the Ministry of Finance. Due to seasonal factors, 
the number of unemployed in March still totaled about 164,000, resulting 





in an unemployment rate of 6.6 percent. With the exception of house 
construction, unemployment--which has become partly structural—-rose in 
all branches of production. For the whole year of 1983, estimates of the 
average uemployment rate vary among economic research institutions, the 
range being 6.5 to 7 percent. Significant improvement in total 
employment in the country may not take place until 1984, when Finnish 
exports to the West and investment should show strong recovery. 


After about five month's bargaining, the Metal Workers’ Union in 

mid-March signed an agreement at the union level, setting a pattern for 

the entire labor front. The one-year labor contract calls for two pay 
increases, in March and in October, totaling 5.4 percent and also 

provides for a gradual] increase in paid sick leave, a productivity bonus, 

and establishment of a working group to study ways and means to shorten 

work time. The general wage settlement, along with the 4.5 percent 
carry-over from 1982, means that the index of wage and salary earnings is 
projected to rise roughly by 10 percent. , 


GOVERNMENT ACTIONS — LOWER INFLATION TO IMPROVE EXTERNAL COMPETITIVENESS 


According to the economic policy program of the new Cabinet of Prime 
Minister Kalevi Sorsa, which was established on May 3 following the 
parliamentary elections of March 1983, the Government's central 
objectives are combatting inflation, improving employment, and 
maintaining social security at its current level. The significance of 
exports and external competitiveness for economic growth is emphasized in 
the program. 


Envisioning that the long-awaited upturn in the global economy may remain 
rather modest and short, the Government considers it essential] that 
Finland derive maximum benefit from the recovery in order to reduce 
unemployment. The Government notes that, although the Finnmark 
devaluation of last fall, along with the related "package" of economic 
policy measures, improved growth potential for Finnish exports, the wage 
settlement of the spring, together with the carryover from last year will 
raise unit labor costs in Finland in 1983 at a somewhat more rapid rate 
than in most important competitor countries. Hence, the near term 
economic policy objective of the Government is to restrain cost/price 
increases, so that the inflation rate in Finland can be reduced gradually 
to the projected OECD average of approximately 6 percent in 1984. As 
means to this end, the Government promises to commence negotiations with 
the major labor organizations for wage moderation. For its own part, the 
Government promises to lower inflationary pressure by observing 
restraints in raising public charges and collections. The Government 
also promises to sharpen the competitive edge of companies by 
strengthening their financial structure through tax policy. 


The Government has also promised to take steps to arrest the current 
rapid increase in its borrowing. Due primarily to measures taken in 
connection with the Finnmark devaluation of last fall, Government 
expenditures in 1983 will rise by over 5 percent in real terms and the 
entire amount of public finance, both for the Central Government and 
municipalities, will have an expansionary impact on the economy 





alin 


equivalent to about 1] percent of Finland's GDP. Finland's budget deficit 
this year is estimated at about FIM 12 billion ($2.26 billion), 4.6 
percent of the country's projected GDP. In 1982 the corresponding 
figures were FIM 7.9 billion ($1.64 billion) and 3.4 percent, 
respectively. At the end of the year, Government debt will rise to about 
FIM 38 billion ($7.17 billion), equaling approximately 15 percent of 
Finland's GDP. This ratio is still low by international standards, but 
the sharp increase of the debt, at an annual rate of approximately 35 
percent since 1975, and rising debt service expenditures, are becoming 
cause for concern for the Government. Success in reducing Government 
borrowing in 1984 and 1985 depends essentially on whether Finland's GDP 
will be increasing by the expected 3 to 4 percent that will yield 
adequate revenue. About four-fifths of Government expenditures are set 
by law or are tied otherwise by agreements, and any attempt to prune them 
will meet with difficulties. In this regard, the drafting and balancing 
of Finland's 1984 national budget will not be an easy task and is likely 
to test the strength of the Sorsa Cabinet. 


Convinced that credit extension by banks has grown too rapidly in view of 
Sluggish investment, the Bank of Finland has tightened its monetary 
policy slightly on several occasions this year to keep inflationary 
tendencies down. In its latest measure the Bank, in late April, raised 
cash reserves requirements of banks to 4.7 percent, and increased the 
call money interest rate from 13 to 15 percent. It is probable that the 
Bank of Finland will tighten further its grip on money markets during the 
second half of the currency year, depending on the strength of the 
anticipated recovery. The Bank of Finland's base rate, applied on credit 
extended by banks, may possibly be increased by 1 percentage point or so 
from the current 8.5 percent. The Bank of Finland emphasizes in its 
credit directives to banks that priority should be given to the financing 
of productive investment while pruning consumer credits. The rate of 
growth of credit extension by banks is expected to slow down somewhat 
this year. 


IMPLICATION FOR THE UNITED STATES 


According to the statistics of the Finnish Board of Customs, Finnish 
merchandise imports from the United States in the first four months of 
1983 were valued at about $297 million, an increase of 20 percent over 
the corresponding 1982 level and accounting for 7.1 percent of total 
Finnish imports, compared with a share of 6.1] percent for the whole year 
of 1982. The increase was due primarily to higher imports of aircraft 
(including two DC-9 Super-82 aircraft for Finnair) and coal. 


Continuing the pattern of 1982, the principal Finnish imports from the 
United States in the first quarter of 1983 were aircraft and parts ($51.6 
million), office machinery and ADP equipment ($26.6 million), coal ($16.1 
million), oil seeds ($10.5 million), machinery for special industries 
($10.5 million), tobacco, unmanufactured ($6.8 million), measuring and 
controlling instruments ($6.7 million), and chemicals ($5.8 million). 
Their combined share of total Finnish purchases from the United States in 
January-March amounted to nearly 62 percent. 





As a negative factor, the recent rapid strengthening of the U.S. dollar, 
accentuated by the 10 percent Finnmark devaluation in October 1982, tends 
to dampen American sales prospects for price sensitive commodities. The 
rate in early June was approximately U.S. $1.00 = FIM 5.5, up by 14.6 
percent from the pre-devaluation rate of FIM 4.8 in September 1982. In 
spite of the relatively unfavorable exchange rate for American exports, 
we expect them to continue their comparatively strong performance 
especially in the field of machinery, equipment and specialty goods 
where, generally speaking, price is of a less importance than quality, 
after-sales service, credit terms, and delivery. 


The above-average growth of Finnish imports from the United States in 
January-April is likely to decline somewhat during the rest of 1983 since 
the purchases by Finnair include only one additional DC-9-Super-82 
aircraft, to be delivered later this year. Coal imports from the United 
States are also expected to remain below the high level of the first four 
months, which was due largely to the timing of shipments. With the 
substantial improvement in-Poland's ability to deliver coal, the position 
of the United States will be increasingly that of a residual supplier. 
Otherwise, we expect no drastic changes in Finnish imports of American 
goods, and the United States is likely to retain its position as 
Finland's fifth largest supplier, after the Soviet Union, West Germany, 
Sweden, and the United Kingdom. 


In 1984, the United States should be able to increase further its 
deliveries to Finland, probably even raising its share of the total 
Finnish imports, provided that Finland benefits fully from the upturn in 
international demand, particularly in the country's major market areas. 


As pointed out earlier, private consumption may not advance by more than 
1.5 percent in real terms this year in Finland, and the growth in the 
second half is likely to remain lower than in the first half. 
Nevertheless, it appears that the United States has considerable 
possibilities in the sector of leisure apparel where import penetration 
is. remarkably high and the quality and design, rather than price, are the 
essential factors of consumer choice. On the whole, possibilities appear 
favorable for products aimed at the youth market, including apparel, 
consumer electronics, video casettes, tapes and sports equipment. 


Due to a very good crop in Finland last year, the outlook for increasing 
agricultural product sales does not look favorable. The consumption of 
fresh fruit has achieved a fairly steady annua] level in the country, 
although American sales suffer somewhat from keen European competition 
and the rising dollar value. Consumption of special fruit, e.g., avocado 
and kiwi fruit, is rising, although its share of the total is still low. 
On the other hand, dried and canned American fruit have a 
well-established market share in Finland. 


In 1984, when total output is projected to gather strength in Finland, 
private consumption will also pick up, with growth of 2 to 3 percent in 
volume, as predicted by ETLA. This should also provide rising demand 
potential for American goods. 





Although investment will decline this year in the forest, metal 
manufacturing and engineering industries, some growth is expected in 
outlays on chemical, foodstuffs, graphic and other industries. It should 
also be noted that the scope of investments is changing as more emphasis 
is given to technology, product development, and know-how, which is not 
revealed in the investment data of the national product accounts. Hence, 
the best potential lies with those products and services related to 
rationalization and upgrading of productivity to compensate or higher 
labor and other costs. Especially, in view of the expected upturn in the 
pulp and paper sector, U.S. pre-eminence in microprocessor design and 
application improves the prospects of an expansion of the American market 
share in this field. Furthermore, advance process control 
instrumentation, CAD/CAM (Computer-aided 
Design/Computer-Aided-Manufacturing) equipment, business equipment, 
analytical and scientific instruments, as well as licensing opportunities 
involving state-of-the-art technology, should have incremental sale 
prospects. On the raw material side, American suppliers of woodchips 
have become a rather important source for the Finnish woodprocessing 
industry, to compensate for a raw timber shortage which continues to 
plague the industry. 


The Research Institute of the Finnish Economy (ETLA) is hopeful that 
higher exports, together with somewhat improved profit levels, will 
stimulate industrial investment in 1984 so that it will post a wholesome 
gain of about 10 percent in volume. Therefore, upgrading output will be 
an important goa] for many companies next year. This, in turn, will 
increase imports of machinery, equipment, and raw materials. 


According to the national plan for electric power supply, energy 
investment contracted substantially this year but will increase in 1984 
again, along with outlays on transfer and distribution equipment. The 
investment outlook of the energy sector will be affected significantly if 
a decision is made to build Finland's fifth nuclear power plant. 


The United States’ strong position in the machinery and equipment field, 
including transport equipment and aircraft, is evidenced in Finland's 
1982 foreign trade statistics which shows the one-digit SITC (Standard 
International Trade Classification) category for machinery and transport 
equipment as the largest item of Finnish imports from the United States, 
equaling nearly 44 percent of all such purchases and 9.5 percent of the 
total Finnish machinery and equipment imports in value. The share of 
American office machinery and ADP equipment imports is particularly high, 
last year reaching over 36 percent of all Finnish imports of these 
products. 


For fucther information and assistance, please contact: 


Commercial. Attache 
American Embassy 
Itainen Puistotie 14 B 
00140 Helsinki 14 
Finland 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-38)-007:521 








